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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Westminster Financial Securities, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

865 South Dixie Drive

(No. and Street)

Vandalia Ohio 45377
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Christopher Broderick (937) 898-5010

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT wheose opinion is contained in this Report*

Cohen Fund Audit Services, Ltd

(Name - if individual, state last, first, middle name)

800 Westpoint Parkway, Suite 1100 Westlake Ohio 44145
(Address) (City) i (State) (Zip Code)
CHECK ONE:

X Certified Public Accountant
O Public Accountant

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I, Christopher Broderick 3 , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Westminster Financial Securities, Inc : , as

of December 31 _ ,2009 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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Thi rt ** contains (check all applicable bo £ o
L is repo contains (check all applicable boxes): OC{— l/ dﬂ” /

X (a) Facing Page.

X (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

[0 (d) Statement of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietors’ Capital.

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[0 (g) Computation of Net Capital.

0 (h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.

[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. :

X (1) An Oath or Affirmation.

O

O

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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SHAREHOLDER AND BOARD OF DIRECTORS
WESTMINSTER FINANCIAL SECURITIES, INC.

Independent Auditors' Report

We have audited the accompanying statement of financial condition of Westminster
Financial Securities, Inc. (the Company) as of December 31, 2009. This financial statement is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this
financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statement. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion. _

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Westminster Financial Securities, Inc. as of December
31, 2009, in conformity with accounting principles generally accepted in the United States of
America.

W

February 24, 2010
Westlake, Ohio

[}
y an independent member of \
Service
(ﬁuahty

BAKER TILLY uaity AR
INTERNATIONAL Registered with the Public Company Accounting Oversight Board v and Fun
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PAGE 3

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2009

ASSETS

Cash and cash equivalents

Marketable securities owned — At fair value
Commissions receivable

Other receivables

Deposits

LIABILITIES AND SHAREHOLDER'S EQUITY

LIABILITIES
Accounts payable and accrued expenses
Commissions payable
Subordinated borrowings

COMMITMENTS

SHAREHOLDER'’S EQUITY
Common stock; no par value,
1,000 shares authorized
500 shares issued and outstanding at stated value
Additional paid-in capital

Retained earnings

The accompanying notes are an integral part of this financial statement.

$ 1,131,403
4,088
136,877
613,013

300

$ 1,886,581

$ 257,289
430,948
506,667

1,194,904

50,000
233,250

408,427
691,677

$ 1,886,581
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NOTES TO THE FINANCIAL STATEMENTS

1. ORGANIZATION

Westminster Financial Securities, Inc. (the Company) is a broker-dealer registered with the
Securities and Exchange Commission (SEC) and all 50 states, the District of Columbia,
and Puerto Rico. The Company is a member of the Financial Industry Regulatory
Authority (FINRA), engaged primarily in selling mutual funds and other securities. The
Company is a wholly-owned subsidiary of Westminster Financial Companies, Inc. (the
Parent). The Company is headquartered in Vandalia, Ohio, and has representatives
located throughout the United States.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

The Company’s cash accounts exceed the related amount of Federal depository insurance.
The Company has not experienced any loss in such accounts and believes it is not
exposed to any significant credit risk.

The Company considers financial instruments with a maturity of less than 90 days to be
cash equivalents.

Included in cash and cash equivalents is a restricted amount of $100,000 on deposit with
the clearing brokerage firm.

Marketable Securities Owned

Marketable securities, primarily exchange-traded funds, are valued at quoted market
values.

Receivables and Credit Policies

Commissions receivable are uncollateralized obligations due under normal trade terms
requiring payments within 30 days. The Company generally collects receivables within
30 days and does not charge interest on commissions receivable with invoice dates over
30 days old.

Commissions receivable are stated at the amount billed. Payments of commissions
receivable are allocated to the specific invoices identified on the customer’s remittance
advice or, if unspecified, are applied to the earliest unpaid invoices.

The carrying amount of commissions receivable is reduced by a valuation allowance that
reflects management’'s best estimate of the amounts that will not be collected.
Management individually reviews all commissions receivable balances that exceed 90
days from the invoice date and based on an assessment of current creditworthiness,
estimates the portion, if any, of the balance that will not be collected. Additionally,
management estimates an allowance for the aggregate remaining commissions
receivable based on historical collectibility. In the opinion of management, at December
31, 2009, all commissions were considered collectible and no allowance was necessary.
There are no commissions receivable older than 90 days at December 31, 2009.
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NOTES TO THE FINANCIAL STATEMENTS

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Commissions

Commissions and related clearing expenses are recorded on a settlement-date basis as
securities transactions occur, which approximates trade date.

Depreciation

The Company uses the straight-line method of depreciation for furniture and equipment
using estimated useful lives of three to ten years. Furniture and equipment are fully
depreciated at December 31, 2009.

Income Taxes

The shareholder has consented to the Company’s election to be a qualified Subchapter S
subsidiary within the provisions of Section 1362(a) of the Internal Revenue Code, which
provide that the income of the Company will be taxed directly to its shareholder.
Accordingly, no provisions for Federal or state income taxes have been included in the
accompanying financial statements.

Effective January 1, 2009, the Company adopted the provisions of FASB Accounting
Standards Codification (ASC) 740-10, Accounting for Uncertainty in Income Taxes,
which require recognition of and disclosures related to uncertain tax positions. Under the
guidance, the Company assessed the likelihood, based on their technical merit, that tax
positions will be sustained upon examination based on the facts, circumstances, and
information available at the end of each period. The adoption had no effect on
shareholder’s equity. The Company is no longer subject to examination by U.S. federal
tax authorities for tax years before 2006.

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers, banks, and other financial institutions. In
the event counterparties do not fulfill their obligations, the Company may be exposed to
risk. The risk of default depends on the creditworthiness of the counterparty or issuer of
the instrument. It is the Company’s policy to review, as necessary, the credit standing of
each counterparty.

Accounting Estimates

Management uses estimates and assumptions in preparing financial statements in
accordance with accounting principles generally accepted in the United States of
America. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenue
and expenses. Actual results could vary from the estimates that were used.

Subseguent Events

Managerhent has evaluated subsequent events through February 24, 2010, the date the
financial statements were available to be issued.
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NOTES TO THE FINANCIAL STATEMENTS

3. ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

The various inputs that may be used to determine the fair value of the Company’s assets
are summarized in three broad levels:

Level 1 Quoted prices in active markets for identical securities

Level 2 Other significant observable inputs (including quoted prices for similar
securities, interest rates, credit risk, etc.)

Level 3 Significant unobservable inputs (including the Company’s own
assumptions used to determine value) _

Generally, the Company utilizes quoted market prices, and other relevant information
generated by market transactions, to measure fair value when available. If quoted prices
are not available, fair values are measured using independent pricing models or other
model-based valuation techniques. In certain cases, the Company may be required to
make judgments about assumptions that market participants would use in estimating the
fair value of financial instruments (Level 3 valuations).

Assets measured at fair value are comprised of the following at December 31, 2009:

Description Level 1 Level 2 Level 3
Marketable securities $ 4988 $ - 3 -

4. SUBORDINATED BORROWINGS

At December 31, 2009, subordinated borrowings consist of a non-interest bearing note of
$506,667 payable to the Company’s clearing broker, due November 2011.

The subordinated borrowings are available for computing net capital under the SEC’s
uniform net capital rule. To the extent that such borrowings are required for the
Company’s continued compliance with minimum net capital requirements, they may not
be repaid.

It is the intention of the clearing broker to forgive this note in November 2011 assuming the
Company meets its obligations under its broker clearing agreement. The Company
would be obligated to repay all or a portion of the amount it received if the Company
terminated its contract before the end of the contract term.

5. RELATED PARTY TRANSACTIONS

The Company is a wholly-owned subsidiary of Westminster Financial Companies, Inc. (the
“Parent”). Westminster Financial Advisory Corporation (“Advisory”) and Westminster
Financial Agencies, Inc. (“Agencies”) are also wholly-owned subsidiaries of the Parent.
All three subsidiaries share common office space, equment personnel, and certain
other operating expenses.

At December 31, 2009, the Parent owes $375,401, Advisory owes $173,971, and Agencies
owes $9,476 to the Company. The receivables are unsecured and are included in other
receivables on the statement of financial condition.
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NOTES TO THE FINANCIAL STATEMENTS

6. LEASE COMMITMENTS

The Company leases office equipment under operating leases aggregating $794 per month
with expiration dates through May 2012. Future minimum payments under all non-
cancelable operating leases are as follows:

Year ending December 31,

2010 $ 9528
2011 9,528
2012 3,970

$ 23,026

7. NET CAPITAL PROVISION OF RULE 15¢3-1

Pursuant to the net capital provisions of Rule 15¢c3-1 of the Securities Exchange Act of
1934, the Company is required to maintain a minimum net capital balance, as defined,
under such provisions.

The Company’s minimum capital requirement is the greater of $50,000 or 6%% of
aggregate indebtedness, as defined, under Securities and Exchange Commission Rule
15¢3-1(a)(2)(iv), as it does not maintain customer accounts. Net capital may fluctuate on
a daily basis. At December 31, 2009, the Company had net capital of $556,465, which
was $506,464 in excess of its required net capital of $50,000.

In addition to the minimum net capital provisions, Rule 15c3-1 requires that the Company
maintain a ratio of aggregate indebtedness, as defined, to net capital, of not more than
15 to 1. At December 31, 2009, the ratio was 1.24 to 1.

8. EXEMPTION FROM RULE 15¢3-3

The Company acts as an introducing broker or dealer, promptly transmitting all funds and
delivering all securities received in connection with its activities as a broker or dealer and
does not otherwise hold funds or securities for or owe money or securities to customers.
The Company operates under Sections (k)(2)(i) and (k)(2)(ii) of Rule 15¢3-3 of the
Securities Exchange Act of 1934 and is therefore exempt from the requirements of Rule

15¢3-3.

9. PROFIT SHARING PLAN

The Company sponsors a discretionary profit sharing plan (the Plan) with employee deferral
provisions for employees who meet certain eligibility requirements.
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NOTES TO THE FINANCIAL STATEMENTS

10. FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

In the normal course of business, the Company’s customer activities involve various
customer securities transactions. These activities may expose the Company to off-
balance-sheet risk in the event the customer or other broker is unable to fulfill its
contracted obligations and the Company has to purchase or sell the financial instrument
underlying the contract at a loss.
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